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Dear S i r  o r  Hadam: 

Wo have reviewed you applioat ion f o r  exemption fran Federal inoome tax under 
the provisions of aoction 501 ( c )  ( 7 )  of the In t e rna l  Revenue Code of 1954. 

The appl ica t ion  d i s o l o ~ e s  t h a t   
. ,  horeaftclr re far rod  t o  ae "the Rsso~ in t ionn  i s  operat ing under Ar t io les  of 

Inoorporation dated . 
d -. - -.- 

The a r t i c l e s  s t a t e  tKe purpose of the Asaociation i n  td asaume 
r e spons ib i l i t y  fo r  rna in t emce  of a l l  roadat shower houset and a l l  o the r  common 
proper t ies  owned by the Association, aa shown on p l a t s  and reoorded i n  the   
County Court :louse,  i n   County. I n  fur therance of t h a t  
purpose, the Association maintains a bathhouse and two pieces of land bordering 

 Creek, one a t  .  acrao and the  o ther  a t  acres.  

me Association provides a campsite f o r  recrea t ion  vehic les  and oabins. 
Rilles and regulat ions issued by the Association govern the  s i z e  and type of 
t r r i l e r z  and summe:* cot tages permit:ed i n  the park and  on the j ndividuul l o t s .  

The app l i ca t l  on and subsequent correspondence ind ica t e  t h a t  t he re  a r e   
! 3 t x .   of which have been sold. The pr inc ipa l  owner has re ta ined   l o t a .  
h a r e  i s  only one c l a s s  of member8 which ,?onsists of' the   property owners. The 
9~rnbt . r~  a r e  required t o  pay 1  annually f o r  maintenance fees .  Members s t a y  a t  
;ha carripsites according to  t h e i r  individual  schedules and arrange t h e i r  own 

* : : co ia l  and recrea t ional  a c t i v i t i e s  while a t  the  parkt si:?ce the Asaociation has 
:IC *oru,ir~ized program. A l l  f a c i l i t i e s  and property a re  restricted f o r  use of 
memi;?.-.s. 

For t h 6  period ending   , the Assooiation received a l l  of i t s  
f.ncume f rcm melnbership dues. A l l  expenses were f o r  u t i l i t i e s ,  maintenance, 
insur~incs ,  taxss .  and s::pplies f o r  t h e  common groufid and bathhouse. Each 
i t ~ C i \ ' i ~ j ! ~ a l  i s  responsible  f o r  h i s  rJr her  own u t i l i t i e s .  s e c w i t y  l l g h t ,  
insu1-'2r::.ec proF!erty t a x ,  and mowing of h i s  own campsite. There were no expenses 
f o r  ~ o c l a l  c? racreatFona1 a c t i v i t i e s .  

I k fm 193? (rCr 6 HO) ComrgonbeKa Apparml and CI..rmncO ?i-prtrn.nnt br' Ihm T!c jsuq  t Internal Revanue Srrv~ce 
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Inc\ -7 - 
Revenue Ruling 75-494, 1975-2 C.B.214 a t a t e s  t h a t  a a lub  providing s o c i a l  

and r ec rea t iona l  f a c i l i t i e s ,  whoae mhmbrahip i a  l imi ted  t o  homeowner8 of a 
housing development, w i l l  be precluded f r m  qual i fy ing  f o r  exemption under 
sec t ion  501 ( 0 )  ( 7 )  of the Code by owning and maintaining r e s i d e n t i a l  a t r e e t s ,  
enforcing r e s t r i c t i v e  covenants, o r  providing r ea iden t i a l  f i r e  and pol ice  
pro tec t ion  and t r a sh  co l l ec t ion  service. 

By providing u t i l i t i e s ,  mnintenanca and insurance, and maintaining the  
roado and the bathhouae, the  aseooiat ion is 8:milar t o  the club deaaribod 
i n  Ravenue Ruling 75-494, and i s  not organized and operated f o r  pleasure 
and racrea tion. 

Theraforo, we propose t o  deny yoor applioot ion f o r  exemption under 
sec t ion  FiCl(cI(71 of the Code. 

A determination ha8 a l s o  been maao a8 t o  whether o r  not you q u a l i m  aa 
a s o c i a l  welfare organization under seot ion 501(c ) (4 )  nf thr,  Code. 

4 - ..- 
Section 501 Lokt4 1 of the ~ o d e  providas i n  par t  ~ - - t h a t - n o i v i o  1;eg"es o r  

organizat ions not organized f o r  p ro f i t  but operated cxoluaively f o r  t he  
promotion of soc ia l  welfarew qual i fy  f o r  reoognition of exemption. 

Sect ion l . S ? l ( c ) ( 4 ) - l ( a ) ( 2 ) ( i )  of the  Inqome Tax Regv:ationa p r w i d e s  
i n  p a r t ,  tha t :  

... an organizat ion is  operated exclusively f o r  t h e  
promotion ot s o c i a l  welfare I f  i t  is primarily ongaged 
i n  rromoting i n  sane way t h e  common good and genetbal 
welfare of the people of the community. An 
organizat ion embraced within t h i s  aect ion is one which 
is operated primarily f o r  the purposo cf bringing about 
c i v i c  be ttermen+.a and soc ia l  i m L  o\-ements.. . 
In Revenue Rultng 72-192, 1972-1 C.B. 149, i t  was held t h a t  a 

membership organizat ion formed by a developer t o  administer and enforce 
covenants f o r  preserving the a rch i t ec tu re  and appearance of a housing 
development and t o  own and maintain common green areas ,  s t r e e t s ,  and 
sidewalks f o r  the usa of a l l  development r e s iden t s  was exempt under sec t ion  
S O l ( c ) ( 4 )  of t h e  Code. 

Revenue Ruling 74-95. 1974-1 C.B. ;31 which modified and c l a r i f i e d  
Revenue Rullng 72-102, provides i n  par t  t h a t  a homeswners assoc ia t ion ,  t o  
quhlify f o r  exenption under s s c t i c n  501(c1(4)  of the  Code, ( 1 )  a u s t  serve 
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a "communityn whic) bears a reaaonab'lo r eoogn izab le  r e l a t i o n s h i p  t o  an  area 
o r d i n a r i l y  i d e n t i f i e d  as g o ~ e r n m e n t a l ,  (2)  i t  muat n o t  oanduot a a t i v i t i e a  
d i r e c t e d  t o  tho  e x t e r i o r  maintenanae o f  p r i v a t e  r e s i d e n o e s ,  and ( 3 )  t h e  
common a l e a s  o r  f a c i l i t i e a  i t  owna and m a i n t a i n s  muat 'be  f o r  t h e  u s e  and 
enjoyment ?f t h e  g e n e r a l  publio.  The Revenue Ruling,  i n  r e o i t i n g  t h e  a r e a a  
and f a c i l i t i , ' s  owned and mainta ined by t h e  o r g a n i z a t i o n r  s p e a k s  onlg  o f  
"common g r e e n  ameas, s t r e e t s ,  and aidewalks.  The Rovenue Ruling was, by 1 
t h e  quoted phrase.?, deaigned t o  i n d i o a t e  t h a t  t h e  o n l y  a r e a  and f a o i l i t i e a  
encompasmd were tho- t r a d i t i o n a l l y  reoognized and aocepted a8 being of 
d i r e c t  governmental  conoern i n  t h e  e x e r o i s e  of  t h e  powers and d u t i e s  I 
e n t r u s t e d  t o  governments t o  r e g u l a t e  community, h e a l t h ,  s a f o t y  and we l fa re .  I 

Thus t h e  Revenue Ruling was in tended  on ly  t o  epprovs ownership,  and 
maintenance by a homeafnars a a a o o i a t i o n  of  suoh a r e a a  acr roadways and 
pa rk lands ,  sidewnlka and s t r e e t  l i g h t 8 9  aaoesa  t o ,  o r  t h e  uee and enjoyment I 

of which is extended t o  members of t h e  g e n e r a l  pub l io ,  a a  d i a t i n g u i s h o d  from 
c o n t r o l l e d  use  o r  accesa  r e s t r i o t e d  t o  t h e  members of  t h e  homeownera I 
a s s o c i a t i o n ,  as ~ p p r d b r i a t e  - a n & c o n a i s t e n t  with-exempt4on under  a e o t i o n  - 
501(  : I  (4). 4 - .. - - 

As t h e  a r e a s  and f a c i l i t i e a  owned and mainta ined by t h e  Association 
a r e  cmmon green  a r e q s ,  a t r e e t s ,  and aide walk^,^ which a r e  n o t  open t o  
t h e  genera l  p u b l i c  but r e a t r i o t e d  f o r  t h e  uae and enjoyment of rnemb9rs 
o n l y ,  t h e  Assoc ia t ion  does  n o t  q u a l i f y  aa  a n  o r g a n i z a t i o n  desor ibed  i n  
s e c t i o n  5 0 1 ( a ) ( 4 )  of t h e  Code. 

Therefore ,  we propose t o  deny your a p p l i o a t i o n  f o r  r e c o g n i t i o n  of 
exemgtion under s e c t i o n  5 0 1 ( c ) ( 4 )  of t h e  Code. We a r b  a l s o  o f  t h e  
opiri ion t h a t  you do n o t  q u a l i f y  under any o t h e r  s e a t i o n  of t h e  Code. 

As your o r g a n i z a t i o n  haa  n o t  e s t a b l i s h e d  exemption from Federa l  
income t a x ,  i t  w i l l  be ~ ~ e c e s s a r y  f o r  you t o  f i l e  an  annual  incone t a x  
r e t u r n  on Form 1120. 

I f  you agree with  our  proposed d e n i a l ,  p l e a s e  s i g n  and r e t u r n  one 
xi;; of  t h e  ei lclosed Form 6018, Consent t o  Proposed Adverse Action.  



-4.- 
 

 

& t o  proteat th ia  proponed determination if' you-3 
- 

You have the r 
beliovo that  i t  i s  incorreot, To protest,  you should a u h i t  a writ ten 
appea l  giving the facts ,  law, and any other information t o  aupport 
your position as explained i n  the enclosed I'ublioation 892 (Rev,7-831, 
"Exempt Org~nization Appe~J Procedures for  Unagreed I s s ~ e s , ~  The 
appeal  mus t  be s u h i t t e d  within 30 days from the date 6f thia l e t t e r  
and mus t  be 3igned by one of your prinolpal officers,  You may requeet 
a hearing w i t h  a member of the offioe of t h e  Regional O ~ r e c t o r  of 
Appaals when yuu f i l e  your appeal, I f  a. hearing is requented, you 
w i l l  be contacted t o  arrange a date fo r  i t ,  The heariag may be held * 

a t  the Regional Office, or,  i f  you request, a t  any mutually convenient 
Dis t r ic t  Office. I f  you are t o  be repreaentad by someone who i a  not 
one of your principal officers.  he  must f i l a  a proper power of 
attorney and otherwise qualify under our Confbrenoe and Praatioe 
Requirements as s e t  forth i n  eeotion 601.502 of the Statement of 
Procedural Rules, See Treaoury Department Ciroular No. 230. 

I f  we do not hear from you w i t h i n  the t i m  specified, t h i n  w i l l  
become our f i na l  .. det&nina t l~r l . - :  - . -. _ .. . - .  -. .. . .- - 

Sincerely yours, 

   
 

  
Distr iot  Director 

Enclosures ( 2 )  




